This paper explores for the first time the relationship between immigration and poverty in Spain. First, we find that both moderate and severe poverty are more acute among migrants than among nationals and social transfers do not substantially contribute to reduce them in the former case. However, the situation of immigrants does not seem dramatic because of their high labour market participation. Secondly, this gap in poverty incidence is explained by the different impact of household characteristics on poverty reduction for immigrants and locals. Finally, although immigrants are largely placed at the bottom of income distribution in Spain, the comparison with income distribution in their home countries shows a significant improvement of their situation.
INTRODUCTION 1
For a long time and until quite recently Spain has been a country of emigrants. This situation has changed since the early 90s (Izquierdo, 1997) making Spain now one the highest recipients of immigrants in the European Union (EU). This change has produced a growing concern among the Spanish population about its social and economic implications. According to recent surveys, immigration is the major problem faced by Spaniards (CIS, 2006) .
The aim of this paper is to address, for the first time in Spain, the connection between immigration and poverty, determining the scope of the latter among immigrants and explaining whether there are differences in the characteristics of the population below the poverty line according to nationality (nationals and EU members versus non-EU). A second objective is to study to what extent the economic situation of immigrants in Spain has improved in comparison with the situation which hypothetically they would have in their country of origin. This comparison is used to reflect upon the concept of poverty itself.
Although immigration is not an old phenomenon in Spain, literature has mainly focused on purely demographic issues, mainly regarding the quantitative measurement of migration trends and flows (Izquierdo, 1997; Bover, 1999; Izquierdo and Martínez Buján, 2003) , and labour market issues, especially in relation to the impact of immigration on Spanish low skilled workers (Dolado, 1997; Carrasco et al., 2003 and 2004) . In addition, some studies have focused on assessing the impact of immigration on the Welfare State or the take-up among immigrants (Brücker et al., 2002; Rodríguez-Cabrero, 2003; Collado et al., 2004; Muñoz de Bustillo and Antón, 2006) . But so far there is no relevant study about the relationship between poverty and immigration in Spain, probably because until recently, and due to the novelty of the phenomenon, there was no data available to perform this type of study. The European Community Household Panel (the main source of household income data) contains very few immigrant observations and other alternative sources do not include variables regarding nationality or country of origin. In this paper we could profit from the release of a new survey, the Social Indicators on Living Conditions 2004, which allows us to overcome the data problems faced by previous studies. This paper is divided into six sections apart from this introduction. The first one presents a brief overview of the historical and present trends of immigration in Spain. The second section is devoted to presenting the main characteristics of data sources used in the paper. Thirdly, we study, from a descriptive point of view, the differences in characteristics between nationals and immigrants. The following section analyses the incidence, intensity and severity of poverty and the poverty impact of social transfers for both population groups. In order to better understand the reasons behind the detected difference in poverty rates between locals and foreigners, section four includes an econometric decomposition of the gap in poverty rates between both groups of population. Section five compares the income distribution of immigrants in Spain with the income distribution of the major providers of immigrants: Morocco, Ecuador, Bulgaria, Peru, Bolivia and Argentina, simulating what would be the social position the immigrants would hold in their home country had they remained there. The realization that, because of the differences in per capita income, even those immigrants with income under the Spanish poverty line have an income well above their country of origin poverty line is used to discuss the relevance of using a relative poverty rates for groups of population with different references in terms of income and living conditions. As usual, in the last section the major conclusions are summarized.
HISTORICAL BACKGROUND OF IMMIGRATION IN SPAIN
Until recently, Spain was a country of emigrants. Three decades ago, at the height of its intensity, Spain had up to 3 million workers abroad (from a population of 34 millions) and around 10% of imports could be financed with their remittances (Oporto del Olmo, 1992) . The impact of the economic crisis of 1973 in the host countries, and the modernization and development experienced by the Spanish economy since then reduced greatly, almost eliminating, the emigration of Spanish workers abroad, even after the joining of the EU in 1986. On the receiving side, a decade ago Spain was one of the countries of the EU with a lower proportion of immigrants: 1%. In sharp contrast to this, in the last few years Spain has witnessed a gargantuan increase in the number of immigrants, dwarfing all expectations. In less than a decade the percentage of immigrants in Spain increased from 1.4 to 8.5% (figure 1). 1996 and 1998-2005. In fact, in the context of the EU only Greece experienced a higher increase GER  BEL  GRE  IRE  SPA  FRA  SWE  DK  UK  NET  ITA  POR  FIN   %   2004  Change [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] Source: Authors' analysis from Eurostat (2006) .
This change in the magnitude of the flows has been accompanied by a change in the countries of origin of the immigrants: immigration from EU-15 countries has been decreasing from mid-90s; on the other hand, people from the rest of Europe and Latin Americans have gained importance in the foreign population. Africans have maintained their proportion, while the weight of North Americans and people from Asia and Oceania continues to be low (figure 3). In 2005, the most important countries of origin in terms of immigration were Ecuador (12.9%) and Morocco (12.6%), followed by Romania, Colombia and Argentina (between 5 and 10%). Bolivians, Bulgarians and Peruvians, each group making for more than 2% of total immigration, are also important in population terms (table 1) . 
DATA
As mentioned in the introduction, the data source for our analysis of immigrant poverty rates is the Social Indicators and Living Conditions (SILC) survey for the year 2004, i.e., the household survey that has replaced the European Community Household Panel (ECHP). The SILC 2004 has two important advantages over previous databases. Firstly, it includes data on income and social inclusion referring to nationals and immigrants for 2003, when immigration in Spain was already very important. In second place, the size of the SILC has increased considerably with regard to the ECHP and surveys more than 20,000 households, including around 500 headed by individuals born outside of the EU. The SILC follows the common rules regarding sampling design and other features present in modern household surveys.
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The first decision we had to make in our empirical analysis was who was going to be considered an immigrant. In principle, one could choose between two alternatives: the country of origin or the nationality. The existence of different nationalization rules according to the country of origin (less years of residence for citizens from Latin-American countries, for example), made us favour the criteria of country of origin as otherwise it was likely that similar immigrants would be treated differently, leaving out of the sample part of the population whose poverty status we want to analyse. Furthermore, the country of birth criterion is a common choice followed in other studies (Brücker et al., 2002; Bird et al., 1999; Hansen and Lofstrom, 2003; Anastossova and Paligorova, 2006 In SILC only adults -over 16-are coded according to the country of birth (and not all of them). In order to classify the children, we have applied the following rules: when both parents are Spanish, we code them as nationals; otherwise, we code them as immigrants. Furthermore, in a house headed by an immigrant, if the rest of adults are not coded, we recode them as immigrants. According to the common procedure in the literature (Borjas and Trejo, 1991; Bird et al., 1999; Hansen and Lofstrom, 2003) , in this paper we let the national/immigrant status of the household be determined by the status of the head.
Previous studies on immigration and welfare with references to Spain -for example, Brücker et al. (2002) -have used the ECHP, whose main shortcoming is the few available observations, with a subsequent problem of representativity. In order to check the representativity of SILC in relation to immigrants we have compared the SILC data with data from the Census 2003, which was the main source for designing the SILC sample. We find that the SILC can be considered as reasonably representative of the immigrant population in Spain (figure 4). Besides the SILC, in order to determine the hypothetical social position of immigrants to Spain in their home countries -an exercise carried out in the fifth section-, we used several household surveys from these states, which are briefly described in table 2. The main features of these surveys can be found on the web of the institution in charge of them. 
CHARACTERISTICS OF EU CITIZENS VERSUS IMMIGRANTS
We know from poverty studies that poverty is not randomly distributed, some groups of people being more affected than others. Therefore a necessary first step in the comparative analysis of poverty incidence among local and immigrant population is to study the difference in characteristics relevant to the risk of poverty among both groups.
The first major difference between locals (including EU-15 and nationals) and immigrants that arise from Census data is the different age composition of both groups (figure 5). While the Spanish population is ageing, immigrants are heavily concentrated in the working ages, especially in the 20-50 age groups. As a result, the total dependency rate (population below 16 and over 64 in relation to population 16-64) among immigrants is only 0.16, compared with a dependency rate of 0.47 for nationals and EU-15 citizens. A final question to address in this review of the characteristics of immigrants in relation to locals is their situation in the distribution of income (figure 6). In this respect the conclusion is clear: immigrants are over-represented in the first two deciles and especially underrepresented in the last two. As poverty risk is associated with the position of the individual in the distribution of income, we would expect a higher incidence of poverty among immigrants. 
% of immigrants
Note: Income deciles correspond to disposable income per adult equivalent per year using the OECD modified scale.
Source: Authors' analysis from SILC 2004 micro-data.
POVERTY, INEQUALITY AND MIGRANTS IN SPAIN

COMPARING THE RISK OF POVERTY
In order to analyse the risk of poverty of population living in immigrant and EU-15 households, this paper makes use of the measures proposed by Foster et al. (1984) , i.e., the Foster-Greer-Thorbecke (FGT) Index, which is defined as follows:
where y denotes income; n, the number of households or individuals; z, the poverty line; q, the number of poor households or individuals (having an income below z), and g i = z -y i , the income shortfall of the ith household or individual. α is a parameter that takes the value 0 for the Poverty Headcount (which measures the incidence of poverty); the value 1 for the Poverty Gap (which makes reference to the intensity of poverty) and the value 2 for the Squared Poverty Gap (related to the severity of poverty).
This paper follows the criteria adopted by the European Union in 2001, that is, it adopts a relative approach, setting the poverty line at 60% of the national median equivalised income using the OECD modified scale. Moreover, we define a threshold for extreme poverty at a half of the poverty line, i.e., 30% of the median. In this section we focus on individuals living in the EU and immigrant households. This approach implies that we are going to apply the same relative poverty line to both, immigrants and nationals, even though, coming from countries with lower per capita income, the income levels of reference for immigrants might be different from those of the locals.
The main results of our analysis of poverty are summarized in table 4. If we focus on moderate poverty, the incidence as well as the intensity and the severity of poverty is higher for immigrants than for locals. Although the former have a higher attachment to the labour market and higher human capital, at the end their poverty rate is 50% higher than the incidence for the latter group and the intensity of their poverty roughly twice as high. Nevertheless, it would be a mistake to associate immigration and poverty, as more than 2/3 of immigrants are above the poverty line. Immigrants make up 10% of the 8.8 millions of persons at poverty risk living in Spain. In this context it is particularly interesting to analyse the effect of social transfers on poverty in both population groups (table 5) . We adopt a nonbehavioural approach. 4 The first finding is that the incidence of moderate poverty as well as extreme deprivation before any social benefit is higher for nationals than for immigrants. In second place, while the headcount poverty is reduced to half by social welfare for EU citizens (pensions are responsible for most of this effect), state benefits only put 5.5% of immigrants above the poverty line. An even more extreme pattern occurs in terms of severe deprivation: a much higher proportion of locals than immigrants (27 versus 14%) are extremely poor, but the impact of social transfers on extreme poverty amounts to 23 and 4 percentage points for nationals and foreigners, respectively. The interpretation of this is the following: the Spanish Welfare State covers mainly pensions and does not spend much on other types of benefits -like, for example, social assistance or on work benefits-, which explains why the immigrant population -as mentioned above, concentrated in working ages and which shows a higher labour market attainment-does not benefit very much from it. In addition, another study points out lower take-up rates among immigrants for the main Spanish social welfare programs: unemployment insurance and pensions (Muñoz de Bustillo and Antón, 2006). 
POVERTY PROFILES
In order to improve our information about the patterns of poverty in nationals and immigrants, table 6 presents the household poverty risk of nationals and immigrants according to different household and head of household characteristics. In general, for both groups it is found that poverty incidence increases with the dependency rate and the number of children in the household, and decreases with the number of earners and in households living in owned houses in comparison to rented or borrowed ones, with the education level of the head and especially when the head is an employee. The incidence of poverty among immigrants is almost always higher no matter the category we focus on. The only exception refers to those households whose head is retired. Moreover, the risk of poverty is strangely lower among those immigrant households headed by women than among those headed by men. In relation to other characteristics it is very interesting to notice the growing difference in poverty incidence according to household size. The same can be said in terms of the impact of education on poverty risk: in both population groups the higher the level of education, the lower the poverty risk. Nevertheless, the intensity of the reduction is much lower among immigrants than among EU citizens. For example, for immigrants, to go from elementary education to higher education means cutting in less than half the rate of poverty risk compared to more than four times for nationals. 
DECOMPOSING THE DIFFERENCES IN POVERTY RATES
More interesting than the mere comparison of poverty rates according to different household characteristics is seeing the impact of those characteristics on the poverty risk faced. This section carries out an econometric decomposition in order to explore why the incidence of poverty among immigrants is higher than among nationals, an approach proposed by Gang et al. (2004) and Bhaumik et al. (2006) .
With that aim, in the first place we carried out a probit analysis separately for immigrant and EU households. The dependent variable is a binary variable, Pi, which adopts value 1 for poor households and value 0 for nonpoor ones. We performed the following regression:
where:
Φ(.) = the normal cumulative density function. i = subscript that denotes the i th household. k = superscript that refers to the population group (n = nationals; m = immigrants) X = vector (1 x Q) of observable characteristics of each household:
-Household size.
-Squared household size.
-Dependency rate (three dummies).
-Sex of the head of household.
-Age of the head of household (three dummies).
-Education of the head of household (three dummies).
-Most frequent activity of the head of the household (four dummies). β i = vector (Q x 1) of coefficients for each characteristic. q = subscript that denotes each covariate; q = 1, …, Q.
When carrying out this type of analysis, some authors, like Coudouel et al. (2002) and Kakwani and Son (2005) , have pointed that this approach implies focusing only on whether a household is above or below the poverty line, disregarding other information like the relative position of each household with respect to the poverty threshold. However, this restriction is not very important to us, since, as these same authors suggest, the aim is to determine who, ceteris paribus, is poor rather than an exhaustive causal analysis.
The main descriptive statistics of the variables used in the econometric regression are presented in table 7. The results obtained complement the data of the previous subsection and mainly corroborate what was explained in section 2. Immigrant households are larger than local ones, but, because immigrants are concentrated in working ages, their dependency rate is lower. Regarding heads of households, one finds the same distribution by sex, much older heads in the case of EU Citizens, and higher educational level and labour market participation among immigrant ones. The results of the econometric exercise are presented in table 8 and allow us to see which characteristics are important in terms of poverty risk for nationals and immigrants. This risk follows a quadratic relationship with household size in both groups and increases with the dependency rate. In addition, the variables with regard to activity exhibit a high marginal impact on the probability of being poor among both groups. Comparing now the marginal impact of different household characteristics according to the status of the household (national versus immigrant), the most interesting result is the different impact of education on the probability of being poor: while in national households education plays the usual antipoverty role -with households with university education having a 20% lower probability of being poor than households with elementary education-, in immigrant households education is not statistically significant. Most probably this result responds to the fact that most immigrants have low skill jobs independently of their education, at least in the first few years of residence. Their labour market niche is in low wage-low skilled jobs, and they seldom compete in other more qualified markets, even when they have the skills to do so. Furthermore, while in immigrant households the age of the head does not seem to influence their poverty risk, it is statistically significant in nationals. With regard to activity, there are also differences: retirement and other types of inactivity have a smaller effect on the probability of being poor among immigrants than among nationals (in fact, to be retired helps immigrants to escape from poverty more than employment). Lastly, whereas poverty risk decreases, ceteris paribus, among EU households headed by a woman, sex has no significant effect among immigrant households.
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One of the common strategies to decompose differences in means is the Oaxaca-Blinder approach (Blinder, 1973; Oaxaca, 1973) . This methodology allows us to discriminate between differences related to characteristics or endowments and those related to the econometric coefficients. The original and common use of the Oaxaca-Blinder technique implies carrying out a linear regression, so the application of this tool with non-linear models -like the probit-requires some refinements. Gomulka and Stern (1990) were the first who applied the Oaxaca-Blinder decomposition to a binary variable using a non-linear model (a probit), but they did not show a way of determining the importance of each variable in the decomposition. Other authors like Nielsen (1998), Yun (2000 and 2004) and Fairlie (2005) have offered solutions to this question. In particular, the second author develops weights that make it possible to calculate the importance of each variable in the explanation of the differences related to endowments and coefficients, respectively. In fact these same authors apply the procedure to explore the differences in poverty risk between several racial groups in India (Gang et al., 2004) and Kosovo (Bhaumik et al., 2006) .
The strategy is relatively simple. Firstly, in the probit the mean of the variable -which, in this case, is coincident with the poverty rate-equals asymptotically to predictions, that is:
Therefore, one can write:
We will take nationals as a reference group, as in this case choosing immigrants does not seem very intuitive. Another possibility could be to take the whole population as a reference group, but, since this option is computationally more intensive and EU citizens account for more than 90% of the total population, the decision is justified. The next step consists in computing the mean of predictions using the econometric coefficients of nationals and the characteristics (covariates) of immigrants and to add and subtract this term as follows: 
where 1
And in the case of the coefficients effect by:
This is the strategy used to decompose the difference of around 9 percentage points in poverty rates between EU and immigrant households (table 10) . The results obtained are really interesting. While in almost all applications of Oaxaca-Blinder decompositions both the characteristics and the coefficients effects work in the same direction, in this study we find that these effects have the opposite sign. On the one hand, the characteristics effect is negative (-50% of the gap), which indicates that, based on the observable characteristics used in the analysis and applying the coefficients of national households to immigrant households, the poverty incidence among immigrants would be lower than among EU citizens. The most important characteristics that explain this result are education, activity and the dependency rate, as immigrant heads show a high education level and labour market participation rate and the dependency rate among this group is lower because of the relative absence of old-age people. On the other hand, the coefficients effect is positive (150% of the gap), which means that the gap in poverty rates is caused completely by the different "remuneration" of the characteristics in terms of poverty reduction. Once again, apart from the intercept, the role of education is remarkable: despite their higher or similar educational levels, it seems that this human capital is not enough to lift immigrants out of poverty. As mentioned above, this could be caused by the low skilled jobs in which immigrants are usually employed. There are also differences in the returns to activity of household heads mainly related to the fact that the impact of retirement and inactivity on poverty risk with respect to employment is very different among locals and migrants. Lastly, the sex of the head of household is also relevant, since, as mentioned above, female households only face a lower risk of poverty in the case of locals. 
IMMIGRANTS' RELATIVE POSITION COMPARED WITH THEIR HOME COUNTRY
The existence of an important degree of concentration of immigrants in different countries according to the country of origin is a well established general pattern of immigration. As mentioned in the second section, Spain is not an exception in this respect. As we can see in table 11, ten countries make up almost 3/4 of non EU-25 immigration in Spain: Romania, Bulgaria and Ukraine make up for 84% of European non EU-25 immigration (19% of total), Moroccans amount to 72% of immigration from Africa (24% of total), Ecuadorians, Colombians, Argentineans, Bolivians and Peruvians, make up 75% of immigrants from Latin America (50% of total), finally, Chinese account for 3% of Asian immigrants (7% of total). Table 11 also includes information about the per capita Gross National Income (GNI) in Power Parity Purchasing (PPP) of these 10 countries for 2004, as well as the relative income per capita in comparison with Spanish per capita GNI. As we can see, excluding Argentina, in all cases the GNI per capita of the immigrants' home countries is well below half the Spanish one. As the Spanish poverty line roughly corresponds to half the per capita income, this means that all of the per capita incomes of the above mentioned countries except Argentina are well under the Spanish poverty line. This circumstance makes it extremely interesting to discuss whether the national poverty line of the host country is the relevant income line to discuss relative income and poverty levels of immigrants. If poverty is, to a large extent, a relative concept (at least it is considered as such when we use 60% of the median income as poverty line), how should we measure poverty in the case of immigrants? If we use the local poverty line, as we have done in these pages, then the conclusion is clear, at least in the short run almost 1/3 of immigrants fail to cross the poverty line. From this perspective the migration phenomenon would be largely a failure. In contrast, using a different poverty criteria, related for example to the per capita income of the country of birth, the conclusion would be, as we have seen just above, completely different, as most probably the income of most immigrants would be well over their national per capita income. It is not our intention to question the relevance of using a relative concept of poverty, but to debate whether the relevant standard for comparison is the host country or the home country. When overlaying the income density function for immigrants in Spain with the functions for Spain (only locals) and Argentina, Bolivia, Ecuador, Peru, Morocco and Bulgaria, it is clear that, whereas immigrants in Spain have a disadvantage in terms of income in contrast with nationals (EU citizens), they would not be among the most disfavoured social sectors if they lived in the main home countries (figure 7). In fact, they would belong to the most well off groups of these nations.
Furthermore, using as a benchmark for comparison the different national relative poverty line (60% of the median of per capita income), one finds that immigrants in Spain would exhibit very low poverty rates -and much lower than among nationals-if, with their actual income, they had their residence in their home countries (table 12) . Source: Authors analysis of micro-data from the corresponding household surveys (see section 3 for more details).
Thus, the evaluation of immigration from the point of view of immigrants well-being is very different if we take as the relevant comparison income 60% of the Spanish median income (in this case more than a third fail to pass the test of success) or if we take as reference for comparison the relative poverty lines of their home countries.
large differences among the household surveys considered (for example, while some of them refer to income and are on a monthly basis, others reflect yearly income) and considering that our aim is not to provide an exhaustive study of income distribution issues, this section adopts the mentioned adjustments in order to facilitate the comparison.
25 Figure 12 . Income density functions for Spain and the main countries of origin of immigrants in Spain
Obviously, if we consider that immigrants compare themselves (their living conditions) to the local citizens, then the above argument would be senseless. But if, at least in the short-medium run, immigrants compare their living standards with the living standards of their home country the higher "local" poverty rate of immigrants cannot be taken by itself as a sign of failure. In any case, it is reasonable to suppose that with the passing of time the locals will become more and more the reference group of immigrants too. It is our opinion that when that moment comes the differences in poverty rates between locals and immigrants would come into their full meaning and implications. This interpretation is backed by the conclusions of a qualitative study on perceptions of discrimination and islamophobia recently released by the European Monitoring Centre on Racism and Xenophobia (2006 
CONCLUSIONS
In a recent newspaper article the Peruvian writer Mario Vargas-Llosa wrote about the life of his Guatemalan cleaning lady in the States, on how some immigrants are very poor in their country but, when they migrate, despite mainly filling low skilled jobs, they perform very well in comparison with their previous situation in their home countries. 8 This article has aimed at tackling this issue in the general framework of the relation between immigration and poverty in the host country using Spain as an example. From the analyses performed the following conclusions can be highlighted. Firstly, we have found that in Spain poverty incidence, intensity and severity are higher among immigrants than among locals (including in this group all EU-25 citizens). In addition, social transfers do not seem to substantially amend this situation for the foreign population, in contrast with a large effect on poverty among locals. In the second place, we have analysed the gap in poverty rates between locals and immigrants, finding that this difference is mainly explained by the very low contribution to escape from poverty of immigrant education, which is related to the fact that immigrants are mostly employed in low skilled jobs, although they exhibit levels of human capital no lower than the nationals. In the third place, we have carried out several simulations in order to determine what the position of immigrants to Spain would be in the distribution of income in their main countries of origin. It was found that they would be among the most well-off in their home countries and their poverty rates according to the national standards corresponding to these countries would be very low, a fact which confirms Vargas-Llosa's intuition. Finally, as long as the immigrants compare themselves with their compatriots, a higher incidence of poverty among them in terms of the host country poverty rate can be compatible with a sense of accomplishment and success among the immigrant population. However, it is reasonable to expect that the longer the stay of immigrants in their host country, the weaker the ties with their host country will be. If locals become the group of comparisons of immigrants in the long run, then the same, or even lower, poverty rate can have very different implications in terms of (subjective) well-being and social integration.
